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Abstract

In Sweden, the statutory audit extends beyond the financial statement audit. It mandates an audit of the com-
pany’s administration by the board and the managing director (management audit). Despite being a national
tradition since the mid-seventeenth century and resisting various harmonisation efforts, the practice remains
under-researched in accounting history. This study aims to analyse the development of the Swedish manage-
ment audit from its legal inception in 1895 to 1994, the year prior to Sweden’s EU membership. Through the
lens of historical institutionalism and using document analysis, our findings reveal how critical events have
prompted institutional changes, and how path dependencies have both sustained the continuity of the
Swedish management audit and shaped its trajectory. The study offers three key contributions. Firstly, it dee-
pens understanding of the antecedents of the Swedish management audit and the institutional context that has
shaped its development, offering a nuanced perspective on its status and relation to the financial statement
audit, both of which form part of the statutory audit. Secondly, it underscores the need for context-sen-
sitivity in international harmonisation endeavours, emphasising the caution needed when adapting global
audit standards to local regulatory environments and national audit traditions. Thirdly, it provides insights
into the opportunities and challenges posed by the broader scope of the Swedish management audit, par-
ticularly in relation to the audit expectation gap literature. Furthermore, the study advances new avenues
of inquiry, encouraging a rethinking of the audit concept to enhance its relevance both in Sweden and on a
broader scale.
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Introduction

Audit is a social phenomenon (Flint, 1988; Mautz and Sharaf, 1961). Its role and scope have been
redefined and reconstituted throughout history to meet changing business needs and societal expec-
tations (Brown, 1962; Humphrey et al., 1992). The expectation gap literature has shown that users
of financial statements in many countries often hold expectations that exceed the responsibilities
and role of auditors (Quick, 2020). For various stakeholders, auditing a company’s management
is considered a crucial and constitutive part of an audit, in addition to the widely discussed fraud
detection (Ruhnke and Schmidt, 2014). Nevertheless, in many jurisdictions, these aspects fall
outside the purview of the statutory audit.

In Sweden, the statutory audit has a long-standing tradition that extends beyond the financial
statement audit (referred to as rdkenskapsrevision, hereafter FSA). Since 1895, it has encompassed
the Swedish management audit (known as forvaltningsrevision, hereafter MA) whereby auditors
review the administration of the company by the board of directors and the managing director.
The practice of the MA in Sweden is widely acknowledged for its benefits to stakeholders. It is
regarded as a preventive control mechanism to assure a company’s adherence to rules and regula-
tions, potentially fostering sound business practices (Prop. 2013/14:86). Concurrently, auditors
provide recommendations to the general meeting of shareholders regarding the discharge of liabil-
ities for the board and the managing director vis-a-vis the company for the financial year (SFS
2005:551). Furthermore, it is presumed that MAs, together with FSAs, afford auditors deeper
insights into the intricacies of business operations and administration (RevR 209). Hence, as an
integral part of the statutory audit, albeit limited in global practice, the MA presents an interesting
subject for study due to its importance for users of financial reports.

This study is motivated by two key considerations. Firstly, research dedicated to the MA remains
limited compared to other auditing areas, rendering it relatively unfamiliar in academic and profes-
sional spheres outside Sweden (Burrowes and Persson, 2000; Persson, 2020). A lacuna persists in
the international accounting history literature concerning non-Anglophone countries (Carmona
et al., 2004), resulting in a gap in knowledge of jurisdiction-specific practices. Research on
Swedish auditing history published in international English language journals has focused on the
development of the Swedish audit profession, regulation, and practice pertaining to the more famil-
iar FSA (Ohman et al., 2006; Ohman and Wallerstedt, 2012). While the MA has been discussed in
accounting literature, it is often analysed in the context of economic crime (Larsson, 2005), corpor-
ate governance (Dahlgren and Nilsson, 2004; Eklév Alander, 2019), and the development of
Swedish auditors’ reports (Rahnert, 2017). One exception is the study by Burrowes and Persson
(2000) that focused on Swedish auditors’ opinions on the conceptual underpinnings of the MA.
Previous writings published in Swedish on the MA have predominantly adopted a descriptive
approach, providing accounts of the characteristics and practices of the MA at specific historical
junctures (see, e.g., Ranby, 1968; Sillén, 1944, 1952). Within the legal history discipline, Olsson
(1976), and more recently, Svernlév (2008) and Ostberg (2023), contribute to the literature on
the MA from a jurisprudential perspective. To the best of our knowledge, the antecedents and devel-
opment of the MA remain underexplored in the accounting literature.

Secondly, in the last two decades, global audit regulation and the growing adoption of International
Standards on Auditing (ISAs) have strongly driven statutory audits towards one global audit model
(Humphrey et al., 2021). While international harmonisation has promoted consistency in audits, the
pursuit of international standardisation, at times, inadvertently subjugated national traditions and led
to the marginalisation of audit practices that may be better suited to a specific national context.
Contemporary academic research has directed focus on evaluating the impact of regulatory changes
on the expectations of stakeholders (Coram and Wang, 2021; Garcia-Hernandez et al., 2022).
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Increasingly, studies have raised concerns about the social relevance and lack of conceptual innovation
in audits (Humphrey et al., 2021; Sikka et al., 2009), prompting researchers to explore alternative per-
spectives to develop the audit concept (Adams et al., 2023; Hatherly, 2022; Humphrey et al., 2021;
Knechel et al., 2020). To a lesser extent, contemporary research has delved into national auditing
history to contemplate this development. Advancing these discussions necessitates a deeper under-
standing of national auditing traditions (Gomes et al., 2011; Walker, 2016).

This study aims to address the existing gaps in the literature by analysing the development of the
MA in Sweden between 1895 and 1994. The period encompasses the initial legal mandate of MAs
and extends to Sweden’s accession to the European Union (EU). The selected timeframe captures
an era prior to the substantial influence of EU legislation and international standards on national
auditing practices (Sonnerfeldt and Ekl6v Alander, 2023). This analysis adopts the lens of historical
institutionalism to examine how critical junctures and the institutional contexts have shaped the tra-
jectory of the MA over time.

While this study focuses on a seemingly narrow facet of auditing, it contributes to bridging
national traditions by offering deeper insights into the historical and contextual development of the
statutory audit in Sweden. It reveals the tensions and debates surrounding regional and international
efforts to harmonise audits, and explores the opportunities and challenges posed by the broader scope
of the MA in relation to the audit expectation gap literature. We believe that these insights will foster
critical discussion and debates, encouraging the development of context-sensitive regulations essen-
tial for maintaining audit practices that are relevant and responsive to contemporary society.

Early practice of the MA in Sweden

Auditing of Swedish enterprises emerged when double-entry bookkeeping gained ground in the
first half of the seventeenth century, when Sweden was a European Great Power (Sillén, 1944).
During the seventeenth and eighteenth centuries, auditors for companies such as the Tar Trading
Company, East India Company, and Alingsds Manufacturing Company reported on whether
those managing the company should be discharged of liability, inferring the early practice of
MAs (Johnsson, 1946; Sillén, 1952). Auditors’ reports of that time included sharp criticism of
the way companies were administered (Johnsson, 1946), as illustrated by the following quotation
from the auditor of Surahammar Bruk in 1785 (Sillén, 1944: 202):

At the office of Surahammars Bruk, obviously, pens are eaten because six packets have been consumed
during the last year. At the office of Skultuna Bruk, although there are three times as many secretaries com-
pared with ‘Sura’, only three packets have been spent during the same time period. These might be small
matters, but this comment is made for no other reason than as evidence of mismanagement at ‘Sura’, even
down to the last detail.

In the early nineteenth century, it was common for auditors to suggest organisational or managerial
improvements and recommend whether to discharge those managing the company from liability or
provide reasons against it in their reports (Rahnert, 2017; Sillén, 1952).

The MA was privately regulated by companies’ articles of association. For instance, the articles
of association for the Stromsholms New Canal Company in 1842 provided detailed requirements
for auditors to give insights into their work, which encompassed inspecting both old and new
canal and lock works, assessing work in progress, evaluating maintenance, and the necessary facil-
ities for traffic safety. Additionally, the auditors were tasked to review payment methods and the
management’s minutes for the financial year to examine how the company’s obligations to the
state and individuals were fulfilled (Sillén, 1944).
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The primary responsibility of the auditor was the MA. The auditor’s work was then often sup-
ported by figure-checking clerks who verified the ‘correctness’ of the financial statements and the
underlying transactions, issuing a separate report as part of the figures review (Rahnert, 2017).” The
MA thus emerged not as a fad invented by the legislator, but as an institution that had gradually
developed through practice over centuries. Following the introduction of statutory auditing in
1895, encompassing both the MA and the FSA, understanding the development of the MA neces-
sitates the analysis of the contextual forces that shaped its role within the framework of statutory
audit and its relationship to the FSA.

Historical institutionalism

This study draws on historical institutionalism to analyse the contextual forces driving the devel-
opment of the MA from 1895 to 1994. This theoretical lens adopts the notion that history is not
a linear progression of isolated events but rather emphasises the interplay between events and
their broader historical context, which significantly influences subsequent decisions and outcomes.
Historical institutionalists postulate a dual model of institutional development where extended
periods of path-dependent stability are occasionally interrupted by critical junctures (Pierson,
2000; Steinmo, 2008). Critical junctures are turning points that are shown to have established
important institutional parameters that make transformative changes within institutions and consti-
tute the starting points for new path-dependent processes (Capoccia and Kelemen, 2007). These
parameters may include informal rules, norms, and structures that govern and shape the behaviour
and interactions within an organisation or institution (Scott, 1995). Simultaneously, it implies the
notion that institutions tend to persist, resulting in patterns that reinforce themselves over time
(Filbier and Klein, 2015; Mahoney, 2000).

Path dependence involves three phases: a critical juncture that initiates movement along a par-
ticular path, a reproduction phase characterised by positive reinforcement mechanisms that
strengthen the chosen path, and a subsequent set of events that disrupt the established equilibrium
(Pierson, 2000). Pierson (2000) further notes that the timing of events within the sequence holds
great importance, as seemingly minor early events can yield substantial impacts on subsequent
events. At a critical juncture, the initial stages of the sequence tend to be more open and permissive,
gradually transitioning into a more restrictive set of possible outcomes. Change becomes bounded
owing to accumulated commitments and positive feedback mechanisms, which create challenges in
reversing the course, thereby shaping the nature of future developments.

Setting the context of the Swedish case is essential for providing a nuanced analysis through this
theoretical lens. The development of audit practice and regulation in Sweden, a Scandinavian country,
has been shaped by institutional contexts and political rationalities different from Anglo-Saxon nations
(Carnegie and Napier, 1996; Larsson, 2005; Puxty et al., 1987). Sweden finds its place within the civil-
law tradition (La Porta et al., 1998) while its accounting system aligns with the Continental European
Model, embodying a tax-oriented and government-driven approach (Nobes, 1983). In the accounting
context, Fiilbier and Klein (2015) put forth that formal institutions, including the political and eco-
nomic system, legislation, and standards, are not static but evolve and change over time.

The auditing tradition that emerged in Sweden drew influences from practices in other countries,
for instance, Germany (Wallerstedt, 2009). The role of auditing in Sweden can be understood to
have developed in the context of a strong state (Larsson, 2005). In 1895, audits were regulated pri-
marily by the Companies Act; formalised auditing standards were largely absent. Over time, state
authority became more de-centred as the number of rules and rule-making bodies increased (Ohman
and Wallerstedt, 2012). For example, the National Board of Trade was delegated the authority to
authorise and approve auditors in 1973. Two years later, the legislator delegated the authority to
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set auditing standards to private organisations, thereby effectively assigning this role to the audit
profession. These standards have since been used by the Courts as a reference point in determining
Swedish Generally Accepted Auditing Standards (GAAS).

Ohman and Wallerstedt (2012) have shown that over time, critical events, for instance, the 1932
Kreuger Crash, have driven the reciprocal relationship between audit regulation and the develop-
ment of the profession, which in turn shaped audit practice. Furthermore, audit practices have
also been significantly influenced by audit firm mergers and the establishment of large accounting
firms in Sweden (Wallerstedt, 2001), harmonisation efforts by legislators and professional associa-
tions at the Nordic, European, and international levels (Ohman and Wallerstedt, 2012), as well as
standardisation of practices within the accounting firms (Cooper and Robson, 2006).

In sum, historical institutionalism as a theoretical perspective is pertinent for this study as it
directs our focus towards the timing and sequence of events. Specifically, it brings to attention
the importance of historical context, path dependency, and critical junctures that have shaped the
broader audit regulatory landscape, which subsequently influenced the development, role, and sig-
nificance of the MA and its intricate relationship with the FSA.

Method

This study adopts an interpretive qualitative approach to analyse the development of the MA in
Sweden. It extends beyond mere description to uncover how the underlying forces have driven
its development (Carnegie and Napier, 1996). The study is carried out in three stages. In the first
stage, we drew on previous research related to the development of audit (Rahnert, 2017; Sillén,
1944, 1952), the audit profession (Ohman and Wallerstedt, 2012; Wallerstedt, 2009), as well as
legal history research (Ostberg, 2023) to map out chronologically the actors, institutions and key
events that actively shaped the statutory audit in Sweden, which the MA is part of. This
mapping provided an understanding of the developments in the legal domain and the domain of
the audit profession, providing a starting point for our data collection process. When deciding
on the periodisation, consideration was given to the socioeconomic and political cycles which
are reflected in legislative changes, especially those associated with the Companies Acts of
1895, 1910, 1944, and 1975, as well as the Accountants Act of 1995, which regulates the statutory
audit (Gustavsson and Rahnert, 2023). The initial periods 1895-1909, 1910-1943, 1944-1974, and
1975-1994 were reviewed iteratively during the analysis of our data.

In the second stage, data were collected from multiple sources. Publicly available documents
included relevant statutory audit legislation, Swedish Government Office Reports (Statens
Offentliga Utredningar (SOUs)) and Government Bills (Propositioner) from the legal domain. The
SOUs comprise reports produced by government-appointed commissions of inquiry, proposals,
and recommendations for drafting new laws. Government Bills, by contrast, publish information
on the government’s legislative proposals, accompanied by detailed explanations, justifications,
and the specific legal amendments proposed. Together, these documents contain policy and legal
requirements, critical events driving legislative changes, stakeholder discussions, and impact assess-
ments for businesses and society. For this study, the aforementioned documents provide crucial con-
textual information for understanding the trajectory of the MA. Other public sources utilised to
understand the context and practice of the MA include books and articles from trade journals.

To understand the development of the MA in the domain of the audit profession, we gathered
data mainly from private archives of two associations representing the Swedish audit profession:
the Swedish Institute of Authorised Public Accountants, FAR (previously an acronym for
Foreningen Auktoriserade Revisorer), and the Swedish Association of Auditors (Svenska
Revisorsamfundet (SRS)). These associations, which merged into one organisation in 2006, have
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played active roles in the development of the MA across different historical periods. Particular
attention was paid to their pronouncements and guidance. The data collection was further supple-
mented by documents such as terms of reference, minutes from working groups, board and annual
meetings, surveys from relevant associations, and records from Nordic accounting conference pro-
ceedings. These sources provided crucial insights into key events, deliberations, and stakeholder
engagements that shaped the development of the MA. Practitioner publications in trade journals,
such as Balans, provided valuable insights into the development of MA standards, the stakeholders
of FAR, and the broader contextual factors influencing the profession, notably during the period
from 1975 to 1994, when the audit profession was actively engaged in setting standards to guide
members towards Swedish GAAS. Balans featured contributions from practitioners discussing
legislative changes and the implications on professional guidance, pertinent events within the pro-
fession, and in-depth reflections on MA thought and practice over time. This information provided a
basis to understand how the audit profession developed the MA within the parameters set by the
state and the mechanisms that reinforced its nature and practice. Further, we gathered information
from the private archives of the Stockholm Chamber of Commerce for information pertaining to the
qualification and competence of auditors during the period when it was actively involved in the
authorisation and approval of auditors. The main empirical sources are presented in Appendix I.
In the third stage, we analysed the data collected by drawing on thematic analysis (Braun and
Clarke, 2006). First, we familiarised ourselves with the data by reading and re-reading sections of
the documents individually, and then together in an interpretative manner. From our initial
reading, we developed a chronological narrative of the main historical events from the data collected
that had a significant influence on the trajectory of the MA. This was compared to the mapping of the
development of the statutory audit performed in stage one. Given that the 1910 Companies Act had no
significant impact on the MA, three distinct phases were defined within the time frame of this study:

1895-1943: The inception of statutory MAs
1944-1974: The shift in MA standing in relation to the FSA
1975-1994: The MA in the context of Swedish GAAS

We systematically organised and coded textual information for each time period. Initial codes included
events, regulatory shifts, institutional changes, actors’ agency, activities within the legal domain and the
domain of the audit profession, and interactions between them. After iteratively reviewing our initial
codes and gathering data, we identified historical institutionalism as a relevant theoretical framework
for analysing and presenting our findings. Thereafter, the initial coding was reviewed based on theor-
etically informed categories focusing on the historical context, critical events, reinforcement mechan-
isms and institutional parameters that initiated new path-dependent processes. From the coded data, we
identified patterns and generated and reviewed themes. When performing the analysis, attention was
directed towards the timing and sequence of events across periods, rather than one period in isolation,
to obtain a more thorough understanding of the development of the MA.

Development of the MA

This section is structured into three distinct periods. Each period begins with a brief outline of the
historical context and critical events. This is followed by a review of institutional reforms, first in
the legal domain and then in the domain of the audit profession, which established new parameters
and reinforcing mechanisms that have influenced the trajectory of the MA.



Sonnerfeldt and Rahnert 7

1895—1943: The inception of statutory MAs

The nineteenth-century economic transformation in Sweden, characterised by agrarian changes and
rapid industrialisation, led to increased private ownership (Schon, 2010). The enactment of the first
Swedish Companies Act in 1848 granted limited liability to owners and facilitated the formation of
companies, including large industrial companies managed by non-owners, effectively separating
ownership from control. The growing number of limited companies in the second half of the nine-
teenth century, along with incidents of fraud and embezzlement, marked a critical juncture that
highlighted the necessity for regulated control (Prop. 1895:6; see also Gustavsson and Rahnert,
2023; Ohman and Wallerstedt, 2012). In response to these issues, the State introduced a provision
in the 1895 Companies Act (SFS 1895:65) mandating audits of all Swedish limited companies.
Although Nordic cooperation in various legislative areas began in the late nineteenth century,
there were no efforts to harmonise the Companies Act (SOU 1971:15). As a result, there were dif-
ferences in the content and structure of the Companies Acts of the Nordic countries. The Swedish
1895 Companies Act instead drew inspiration from the German Companies Act, influenced by the
strong economic ties between the two countries. However, while Germany began adopting a
two-tier board system in the nineteenth century (Hommelhoff and Schubert, 1985), Sweden main-
tained a single-board structure. This decision was driven by the assumption that Swedish auditors
would continuously follow the course of affairs of the audited company (Prop. 1895:6).

The Act set parameters requiring that both MAs and FSAs be conducted as part of the statutory
audit, with their results included in auditors’ reports. While it did not detail instructions on how
audits should be conducted or specify who should perform them, essential conditions were specified
to facilitate the audit process. These included granting the auditors full access to the company’s
books and accounts and requiring the board of directors to disclose relevant information to the audi-
tors. At that time, audits were conducted by lay auditors who worked on an honorary basis and
alongside their ordinary work as accountants, bank clerks, lawyers, merchants, and the like
(Sillén, 1944). Individual auditors relied on customary audit practices, and commonly recom-
mended in their reports the discharge of the board of directors and the managing director from
liability (SOU 1971:15; see also Rahnert, 2017). This practice illustrates the reinforcement of
these specific audit practices over time.

The establishment of SRS, the first professional organisation of auditors in Sweden, in 1899, can
be attributed in part to the implementation of the 1895 Companies Act (SRSa 1). In 1902, SRS pub-
lished Guidelines for Auditors as a complement to the requirements in the Companies Act that were
not clearly specified (SRSa 2). The objective of the guidelines was to codify best practices and set
minimum audit requirements for lay auditors. Inspired by the work of Francis W. Pixley, a leading
U.K. practitioner, the guidelines primarily focused on the FSA, reflecting U.K. influence. However,
they also outlined specific MA procedures, including the review of articles of association, contracts,
mortgages, and fire insurance documents, as well as the verification of inventory values.
Additionally, the guidelines addressed reporting requirements pertaining to the audit process and
the recommendation on discharging the board and managing director from liability.

A second professional association for auditors, FAR, was established in 1923 (FARa A2). In
contrast to SRS, FAR’s members were academically trained, authorised auditors working full-time.
In 1926, FAR published Auditing Guidelines written by one of its pioneering members, Seth
Svensson. The 1926 guidelines expanded on the 1902 SRS guidelines by offering more detailed
MA guidance, including auditing new, expanding, or restructuring companies (Svensson, 1926).
They clarified that the MA aimed to ensure the board managed the company for its prosperity,
instructing auditors to review thriftiness, salaries, and other management compensations.
Importantly, Svensson contended that the financial statements were an integral part of the
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management of a company. Essentially, it suggested that while auditors primarily focus on the MA,
they should also integrate the FSA into their overall auditing process. For situations where auditors
did not perform FSAs themselves, the guidelines provided templates for instructions to and reports
from figure-checking clerks. The guidelines also highlighted a strong connection between the MA
and consulting services, setting the trajectory for MA practices (Svensson, 1926: 12):

An auditor’s task should be considered not only to review and criticise the board’s administration, the
accounts, etc.; he should take his assignment more positively and primarily consider himself a help to
the board and the company. His special experience must be put to the service of the company. A profes-
sional auditor should thus be able to become a good help to a company in terms of control devices,
setting up bookkeeping, organisational issues of various kinds, etc.

In the early 1930s, the Association of Approved Examiners, Féreningen Godkdinda
Granskningsmdn, was founded (SHKa 1931 H). Although the examiners were approved by the
Chambers of Commerce, just like auditors who had been authorised by the Chambers since
1912 (SHKa 1912 A), the requirements on education and practice were lower, and full-time occu-
pation was not mandatory. A publication from 1933 clarified their role vis-a-vis auditors; the exam-
iners could undertake audits, figure reviews, as well as consultancy services (FGG, 1933).
Approved examiners gradually replaced figure-checking clerks and expanded their role to
include audits of smaller companies. Despite this broader role, there were still indications of a sep-
aration of tasks, especially in the audits of larger companies, where auditors were supported
by approved examiners who handled figure reviews (Rahnert, 2017).

At the International Congress of Accountants held in Berlin in 1938, Nils Karlgren, an estab-
lished member of FAR, reported on Swedish audit practices. While Karlgren (1939: 252) acknowl-
edged the necessity of FSAs for proper audits, he emphasised the critical role of MAs, noting that:

[...] inept business measures can be more disastrous for the company than, for example, errors in the
balance sheet.

He outlined the various tasks MAs entailed, while also drawing attention to the potential risks to
auditor independence from MA-related consulting.

1944—1974: The shift in MA standing in relation to the FSA

The collapse of the Kreuger group of companies in 1932 had profound global repercussions, result-
ing in significant financial losses for investors and exacerbating the broader economic crisis of the
Great Depression (Flesher and Flesher, 1986). The Kreuger Crash, primarily due to financial fraud,
revealed shortcomings in audit practices at that time, even by authorised auditors. This event
marked a critical juncture whereby significant revisions to the Companies Act of 1895 (revised
in 1910 through SFS 1910:88) were instituted. This included provisions for consolidated accounts,
which were considered important for a comprehensive understanding of a company’s financial pos-
ition and performance, as well as audit reforms granting auditors a stronger position vis-a-vis the
board and the managing director of the audited company (SOU 1941:9). The new Companies
Act (SFS 1944:705), enacted in 1944, was characterised by its broad scope and wealth of detail.
It underscored the role of limited companies in society, taking into account not only the interests
of shareholders but also those of other third parties, such as municipalities, the state and employees.

In the preparatory works leading to the 1944 Companies Act, options for ongoing harmonisation
of the Companies Act in the Nordic countries (Denmark, Finland, Norway, and Sweden) were
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deliberated (SOU 1941:9). A significant point of debate was the abolition of the Swedish MA.
Representatives from Denmark highlighted the risk of MAs, suggesting that auditors would
devote themselves to criticism rather than objective reviews. The Swedish legislator defended
the relevance of MAs, stating that the requirement to conduct merely FSAs was suitable for juris-
dictions with a dualistic board structure, like Germany, which had a supervisory board
(Aufsichtsrat). In contrast, the Swedish system, which has favoured a unitary board structure,
relied on auditors as a controlling body of a company to provide valuable recommendations in audi-
tors’ reports concerning the discharge from liability of the board and managing director. However,
it was clarified that auditors were not required to critique the suitability of financial decisions by
management, provided these decisions did not affect the discharge function. The harmonisation
efforts came to a standstill due to the outbreak of World War II and the Winter War between the
Soviet Union and Finland (SOU 1971:15). In the end, the 1944 Companies Act retained both
MA and FSA requirements.

The Act reinforced existing audit requirements, while also establishing new parameters by
detailing provisions in areas including the auditors’ knowledge and experience, audit procedures
and the auditors’ reports in the interest of a wider public. Notably, in recognition of the prevalence
of lay auditors at the time, the Act required auditors to possess practical experience in bookkeeping,
and, where applicable, knowledge of group accounting and an understanding of financial conditions
relevant to the company’s operations. The Act also reinforced MA practices previously guided by
professional standards by stipulating that auditors review the minutes of the board and general
meetings, accounting documents, and control of the company’s inventory of cash and other
assets to ensure satisfactory administration of the company. In addition, auditors’ reports were to
include separate statements on the discharge of liability for the board and the managing director.

In the domain of the audit profession, the Kreuger Crash and the legal reforms had significant
implications. The Nordic audit professional associations initiated efforts to harmonise audit guide-
lines (SRSa 3). The proceedings of the 1954 Nordic Auditor Conference in Helsinki highlighted
ongoing scepticism about the MA, specifically regarding its broad scope and the competence of
auditors. Echoing concerns raised in the preparatory works, representatives from Denmark and
Norway questioned whether introducing a legal requirement for MAs might prove detrimental to
auditors and potentially undermine the audit function in their respective countries. In turn,
Swedish auditors recognised that achieving harmonisation would require substantial legal
changes and considerable effort, particularly given that only Sweden and Finland required MAs.
Ultimately, harmonisation of Nordic audit guidelines was not reached. However, in Sweden,
where FSA procedures had traditionally been performed within the scope of the MA, a notable
shift emerged in the discourse among auditors (FARa A2). The FSA increasingly came to be
regarded as the auditor’s primary responsibility, effectively subjugating the standing of the MA
and reshaping its trajectory within the statutory audit framework. The traditional separation of
tasks between auditors focusing on MAs and figure-checking clerks engaging in FSAs decreased,
as evidenced by audit reporting practices of the time, where auditors increasingly made fewer and
fewer references to the reports of figure-checking clerks (Rahnert, 2017). Through oral history, it
was established that authorised auditors began handling the checking of figures early in their
careers (Ohman and Wallerstedt, 2012).

Despite the increasing significance of the FSA, archival sources show a further development of
MA guidance within the profession (FARa F14). From the 1940s to the 1960s, audit training
courses offered by FAR included detailed instructions on MA procedures. These procedures
covered reviewing company documents, assessing organisational structure and strategic planning,
comparing actual versus book results, and analysing profit or loss appropriation. Interestingly,
while the minutes from FAR’s annual general meetings indicate that members interpreted the
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1944 Companies Act as extending the role of auditors to encompass not only the interests of share-
holders but also those of other parties, thereby broadening their social function and responsibility
(FARa A1), the extended role was not formally reflected in the MA guidance.

In terms of audit reporting, Oscar Sillén, a founding member and the first chairman of FAR,
clarified that Swedish auditors were generally reluctant to publicly criticise management decisions
observed through MAs (SRSa 3). This stance reflects the prevailing practice at that time, which was
oriented towards consulting to improve business practices, rather than reporting more extensively
and openly on audit findings. On the other hand, Knut Ranby, a leading practitioner, argued for
more extensive reporting with regard to the MA (Ranby, 1963a, 1963b). However, despite requests
from various stakeholders, extended MA reporting was not introduced.

In the 1960s, Swedish audit firms started cooperating with international firms (Ohman and
Wallerstedt, 2012), and FAR started working in a more structured way by appointing several com-
mittees, among others, the Accounting and Audit Committees (FARa F6A). In 1971, FAR pub-
lished the first recommendation concerning auditing prepared by the Audit Committee, About
auditing of financial accounts in Swedish limited companies — the focus and scope of the audit
(FARa F8A). However, the MA was not addressed specifically in this or additional recommenda-
tions during the 1970s, which further illustrates a shift in audit focus from the MA to the FSA.

1975—1994: The MA in the context of Swedish GAAS

The period between 1930 and 1974 was characterised by industrial expansion in Sweden (Schon,
2010). Over time, Swedish business life experienced transformation driven by increasing cross-border
investments and the growth of the service sector. Businesses began operating on a more international
scale, necessitating audit firms to follow suit (Wallerstedt, 2009). Confronted with stiff competition,
Swedish companies underwent structural rationalisations, resulting in a wave of mergers (Schon,
2010). In response, political initiatives aimed at strengthening their market position ensued. The
increasing complexity of the business landscape rendered the rules-based 1944 Companies Act out-
dated, prompting simplification and revision, which began in the early 1960s (SOU 1971:15).

The new Companies Act (SFS 1975:1385) was enacted in 1975. In the area of auditing, the Act
stipulated that the statutory audit, including both MAs and FSAs, be conducted in a manner that was
as detailed and extensive as required by GAAS. The introduction of Swedish GAAS marked a crit-
ical juncture, signifying a pivotal shift in the regulatory approach, from detailed, rules-based legis-
lation to a model where the substantive content of audits was developed outside the legal
framework, primarily by the audit profession (Prop. 1975:103). The new institutional arrangement
intended to afford the audit profession the flexibility to adapt continually to evolving practices
(SOU 1971:15).

Two key developments led to the introduction of Swedish GAAS. The legislator considered
extending the MA to review significant company decisions from financial and, potentially, social
perspectives, with auditors reporting their findings (SOU 1971:15). However, concerns arose
that formalising such findings in auditors’ reports might compromise auditors’ objectivity and
unduly influence management decisions. To address this, it was decided that regulating MAs
within the GAAS framework would facilitate its development within the domain of the audit pro-
fession (Prop. 1975:103). Concurrently, the Nordic countries sought to harmonise company law to
strengthen their international competitiveness, particularly in response to European Economic
Community harmonisation efforts. While Danish and Norwegian laws precluded MAs, there was
consensus that auditors should report harmful or legally questionable actions without interfering
in management decisions. To facilitate harmonisation, the legislator downplayed differences,
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suggesting they were more terminological than substantive. It was concluded that regulating MAs
under Swedish GAAS was preferable as it would avoid the complexities and risks associated with
detailed legislation. The preparatory works emphasised that MAs should primarily detect or
prevent illegal or unjustifiable management actions, without requiring auditors to assess the economic
appropriateness of decisions, except where it might lead to a refusal of discharge (SOU 1971:15).

Shortly after the 1975 Companies Act came into force, expanding auditors’ responsibilities in
response to rising economic and tax crime became a key focus of policy debates (Prop. 1984/
85:30; SOU 1983:36). Although the development of audit practice was delegated to the profession,
the 1975 Companies Act was updated in 1984 (SFS 1984:945) with the purpose of better utilising
auditing as a control mechanism to serving society’s interests (SOU 1983:36). Preparatory works
noted that auditing’s focus on financial reports, materiality, and risk criteria limited its ability to
detect and prevent economic crime and irregularities (SOU 1971:15). New legal parameters were intro-
duced to regulate audit content relating to the administration of the company even though they were
not defined under the scope of the MA, but under auditors’ general duties. Auditors were required to
disclose non-compliance with tax regulations, alert relevant authorities, and provide information about
companies’ affairs to those leading preliminary criminal investigations. While relating these require-
ments to auditors’ general duties facilitated future harmonisation endeavours, it blurred the distinction
between MAs and FSAs, creating a new path of development for both audits.

In the domain of the audit profession, legal developments in the late 1960s prompted FAR to
reassess the role and practice of MAs (FARa F10.1). Despite the growing emphasis on the FSA
and the internationalisation of auditing,* FAR upheld the MA as essential to auditors’ work
(Edlund, 1978). However, when the 1975 Companies Act was enacted, audit recommendations
constituting Swedish GAAS were established for FSAs (FARa F8A) but not for MAs, despite
their longstanding tradition. The profession acknowledged that MA practice relied heavily on
subjective judgements and varied according to the auditor and company characteristics
(Edlund, 1978).

Drawing on the preparatory works to the 1975 Companies Act, and the need to develop Swedish
GAAS, the Audit Committee of FAR began efforts to extend MAs. It was expressed (Edlund, 1978: 9):

By extending the MA, we mean an examination that goes beyond what is required for the mandatory report-
ing in auditors’ reports on possible violations of the Companies Act and the articles of association, as well
as on conditions that may give rise to liability for compensation.

Edlund (1978) observed that auditors were already providing advice on business practices along-
side the audit on a case-by-case basis, indicating a consultancy approach. The Committee recom-
mended that a forward-looking MA with a preventive focus would benefit both society and
businesses. It suggested that the MA should prioritise business practices and management effi-
ciency, addressing the common interests of all stakeholders, rather than just accounting issues.

Engagement with key interest groups, including the state, industry, academia, and the financial
press, revealed differing expectations on the duty of auditors and the scope of the MA® (Nystrém,
1976). Debates arose over auditing versus consulting, with concerns that an expanded MA might
increase consultancy services and conflicts of interest. Concerns also included audit reporting,
while some pushed for greater transparency, others, including FAR’s Audit Committee,
warned of potential superficial reporting (Dahlstrand, 1982; Tornvall, 1975). Reflecting opinions
on auditor competence to perform an extended audit, a representative for a Swedish bank
remarked (Tornvall, 1975: 4):

I feel an anxious compassion for my friends who go to sea in a small, poorly equipped boat.
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In light of the legislative developments and growing expectations from various constituencies,
FAR’s Audit Committee drafted a recommendation on the MA in 1978. It was recognised that
the development of MAs presented greater challenges compared to FSAs due to significant varia-
tions in the expectations and practical conditions for MAs among individual auditors and compan-
ies, and that it involved diverse measures and complexities that made practice more arduous. The
lack of clear goals, systematic procedures, reporting requirements, and comprehensive training
materials further exacerbated these challenges. Consequently, the draft outlined aspired best prac-
tices setting parameters for innovation and future development rather than codified established ones
(Edlund, 1978). The Committee referenced earlier discussions (FARa F6B), including those from
the 1976 XI Nordic Conference in Reykjavik, where the foundational elements of GAAS were dis-
cussed (Markland, 1976; SRSa 4). It was believed that even in countries where MA practices were
uncommon, there was an expectation that audits would gradually incorporate MA elements
(Edlund, 1978). For example, issues concerning ‘going concern’ emerged as a common thread
linking countries with or without MAs (Markland, 1976).

In 1984, FAR updated its audit recommendation and included MA guidance (FARa F8A).
Despite a brief section specifically addressing MAs alongside FSAs, MA procedures were pre-
sented together with those of FSAs, thereby blurring the boundaries between the two. It emphasised
the auditors’ responsibility to evaluate all matters they encounter, regardless of their source,
whether through FSAs, MAs or otherwise. According to FAR, a separate recommendation for
the MA was not considered necessary as MAs and FSAs were interconnected and the two types
of audits were conducted concurrently (Danielsson and Lundvall, 1981).°

The recommendation closely followed the legal parameters set by the 1975 Companies Act to
guide auditors in assessing whether board members and the managing director were liable for
actions or negligence, and if they had violated the Act or the company’s articles of association
(FARa F8A). It also instructed auditors on how to proceed based on the significance of errors
found during the audit and provided principles-based instructions for determining whether such
actions involved intent or negligence. It addressed auditors’ reporting obligations, suggesting
that minor actions, negligence, or violations, which had already been addressed and caused
minimal harm, could typically be reported to company management. The recommendation was
centred on planning, control, and risk analysis with a greater emphasis on the overall business
rather than primarily on the financial accounts.

Parallel to the development of the MA recommendation, the suggested expansion of auditors’
responsibilities in the early 1980s in policy discussions was heavily criticised by FAR (FAR,
1983; FARa F6B). In response, FAR reiterated the audit profession’s role to develop Swedish
GAAS and contested any regulatory approaches based on detailed legislation. Drawing on views
expressed among FAR members, FAR stated that the legislator had underestimated the preventive
role of MAs, and suggested that the proposed controls would be counterproductive, undermining
the trust between the auditor and company management. By means of FAR’s active engagement
in public debate, the most far-reaching suggestions by the legislator pertaining to extending the
duties of auditors were impeded. This was considered an important success by the profession
(Larsson, 2005). While legislators avoided further intervention, the profession likewise made no
significant effort to advance the MA, thereby reinforcing the dominance of the FSA.

Discussion

Through the lens of historical institutionalism (Capoccia and Kelemen, 2007; Pierson, 2000;
Steinmo, 2008), our findings reveal how critical events have prompted institutional changes,
while path dependencies have sustained the continuity of the MA and shaped its trajectory



Sonnerfeldt and Rahnert 13

over time. This section discusses the key findings relating to the development of the MA within
the statutory audit context, and the opportunities and challenges of the MA in light of the expec-
tations gap.

The MA in the statutory audit context

The MA emerged as a voluntary practice, wherein lay auditors reviewed the company administration,
offered constructive criticisms, and recommended the discharge of liability for the board and man-
aging director in their reports. The emergence of limited companies and a series of frauds marked
a critical juncture, which prompted the shift of MA and FSA regulation from the private to the
public domain, thereby initiating the first period (1895-1943). Through the 1895 Companies Act,
MAs and FSAs were mandated and became constituents of the statutory audit. Although the Act pro-
vided minimal legal guidance, the regulatory shift placed the development of the MA within two
interacting domains: legislative frameworks that defined the legal parameters and professional guid-
ance that shaped its practice. The growth of professional associations and their respective guidance on
MAs codified and reinforced established practices of that time, affirming that the MA was the main
task of the auditor, supported by the FSA, which was frequently performed by figure-checking clerks.

The second period (1944—-1974) was catalysed by the Kreuger scandal, which led to substantial
legal and professional reforms to address evolving business practices. These reforms primarily
addressed accounting inconsistencies, weak control mechanisms, and the growing prevalence of
group companies. The 1944 Companies Act marked significant regulatory intervention, which
detailed auditor competence, the content of statutory audits, and auditors’ reports, all instituted
to serve a broader public. The Act formalised MA requirements previously provided in professional
guidelines, setting parameters for MA development. In the domain of the audit profession, the
Kreuger scandal and subsequent legal reforms triggered a sequence of events that prompted initia-
tives to strengthen the influence of the audit profession. This shift placed greater emphasis on the
FSA, making it more central to auditors’ responsibilities and consequently reducing the role of
figure-checking clerks. Collaboration with international firms, their focus on FSAs, as well as
the publication of the 1971 auditing guidelines, further reinforced the primacy of FSAs.
Although the practice of the MA persisted, its significance was increasingly overshadowed by
the rising focus on FSAs, resulting in diminished prioritisation of its development.

The third period (1975-1994) commenced with the introduction of Swedish GAAS in the 1975
Companies Act, which marked a critical event delegating the development of the MA towards the
audit profession. While the audit profession endeavoured to extend the MA following discussions
in the legal preparatory works, their efforts were hindered by ambiguities in its scope and purpose.
These ambiguities led to differing interpretations by auditors and various stakeholders, who raised
concerns about auditors’ competence and independence. The idiosyncratic nature of the MA further
dissuaded efforts to standardise and codify MA practices, resulting in a reduced emphasis on devel-
oping MA guidance. Simultaneously, internationalisation of audit regulation spurred a further
focused effort on the development of the FSA. While the 1984 auditing guidelines by FAR included
provisions for both MAs and FSAs, the guidance primarily centred on the FSA, which directed the
MA towards a more limited role focused on reviewing the administration of the company and ensur-
ing compliance with requirements stated in the Companies Act. Importantly, this shift has steered
the trajectory of the MA in ways that may prove difficult to reverse, diminishing its role in the
broader audit landscape. Our findings also highlight that legislators can reclaim the jurisdiction
to develop the statutory audit. For instance, in 1984, legal provisions, although not explicitly
linked to MAs, were introduced to enhance the control function in the public interest.
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Throughout the three time periods, harmonisation efforts, especially among the Nordic coun-
tries, have influenced audit regulation, and in the latter two periods challenged the MA’s standing.
Interestingly, this threat has urged the legislator and the audit profession to repeatedly claim the
importance of the MA and its raison d’étre in the Swedish context. Regulators recognised that
the removal of the MA could create an institutional void that harmonisation would fail to
address. Consequently, harmonisation endeavours led to the persistence of the MA, not least due
to traditional institutional settings, including a single-board structure and the discharge function.

Our findings complement historical studies focused on the reciprocal relationship between audit
regulation and the development of the profession (Ohman and Wallerstedt, 2012), by attending to
the development of the MA and the dynamic interaction between audit regulation and initiatives of
the profession. It also provides a basis for understanding why the FSA has progressively trans-
formed into a more structured and standardised practice, whereas the MA has maintained a more
conceptually elusive and pragmatically ambiguous nature, heavily reliant on the tacit knowledge
of individual auditors (Burrowes and Persson, 2000; Dahlgren and Nilsson, 2004; Persson,
2024). Furthermore, it offers valuable insights into the audit reporting literature, particularly
within the Swedish context (Rahnert, 2017), where the inclusion of MA findings in auditors’
reports has been both supported and contested.

The capacity of the MA to narrow the expectation gap

Our findings reveal that the MA has offered a more holistic approach to auditing, providing deeper
insights into the administration of the company and fostering better business practices. It has pro-
vided the capacity to assess risk and internal controls beyond the requirements of international stan-
dards. While ISA 315, for example, incorporates risk assessment and internal controls, the focus
remains on the risk of material misstatement in financial statements (IAASB, 2024). In contrast,
the MA evaluates these factors from a broader business perspective, considering their implications
for the overall administration and operations of the company. This broader scope of the MA chal-
lenges the prevailing myopic focus on financial audits and compliance with standards. This aligns
with the current debate that puts forth the need to challenge the taken-for-granted conceptual under-
pinnings of the audit, which is viewed as a second-order function primarily concerned with the veri-
fication of financial statement information (Adams et al., 2023; Humphrey et al., 2021).

Despite the potential of the MA to meet stakeholder needs (Ruhnke and Schmidt, 2014), not
least in the context of developing an international one-audit model, our historical examination high-
lights constraints limiting its development. Especially during the last two periods, conflicting inter-
ests between stakeholders, sometimes expressed through the legislator, and the audit profession,
when redefining and reconstituting the role and scope of the MA, are observable. While the legis-
lator shifted the purpose of the statutory audit from primarily protecting owners in the first period to
serving a broader range of stakeholders, including the public, in the third period, the audit profes-
sion recurrently highlighted the close relationship between MAs and consultancy services. Notably,
the profession stressed that criticism of the management of a company should no longer be pub-
lished in auditors’ reports, as was the case prior to the statutory audit (Rahnert, 2017), whereas sta-
keholders demanded extensive reporting.

Throughout the three periods, the boundaries between MAs and consultancy services remained
vague and sparked discussions on auditor independence. Despite the introduction of Swedish
GAAS in 1975, which rendered the audit profession a high degree of self-regulation, only a few
years later, the legislator questioned the capacity (or willingness) of the audit profession to effect-
ively serve the public and introduced rules-based requirements related to auditors’ control of the
administration of companies. Tensions between growing stakeholder expectations and auditors’
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close relationship with the audited company, by advocating consultancy services in the last period,
seemingly disguised as extended MAs, have previously been outlined as essential parts of the audit
expectation gap (Humphrey et al., 1992; Quick, 2020). Our examination of the MA thus reveals that
even in a country where essential stakeholder demands, such as auditing a company’s management,
are formally in place, this does not necessarily imply that stakeholders’ expectations are satisfied.
Auditors have struggled to balance their economic interests with serving the public (Ohman et al.,
2006), and the audit profession has swept the MA into a ‘professional mystique’ by blurring the
boundaries between MAs and consulting, MAs and FSAs, as well as refraining from developing
distinct and exhaustive MA recommendations and reporting practices.

Conclusion and the path forward

This study traces the development of the MA in Sweden from 1895 to 1994, offering valuable insights
into national audit traditions. Based on our key findings, the study makes three main contributions to
the accounting history literature. Firstly, the analysis of the development of the MA in the context of
the statutory audit in Sweden offers a nuanced perspective on the distinctive nature of Sweden’s audit
tradition, which cannot be fully understood without a clarification of the roles and interaction of both
the MA and the FSA. Understanding the antecedents of the MA is significant not merely as a historical
record but as a foundation for understanding how national audit traditions evolve and endure. The
study illuminates how audit practices are shaped by institutional arrangements, indicating the need
to situate these practices within their historical settings, as articulated by Carnegie and Napier (1996).

Secondly, by reviewing the recurring debates that surfaced each time the MA was challenged, this
study brings to attention the rationales that have historically justified the MA’s existence and rele-
vance. The study demonstrates that the MA maintains a central role in the Swedish governance struc-
ture, a status underpinned by the unitary board structure and the discharge function. In the context of
audit harmonisation, recognising these underlying reasons is essential to bridging national traditions
with international regulation. This knowledge plays a crucial role in identifying what may be lost
when jurisdiction-specific audit practices are subjugated by global auditing standards.

Thirdly, examining the discussions surrounding the capacity and challenges of the MA reveals
that the MA has the potential to extend the scope of the audit and improve business practices,
thereby potentially narrowing the audit expectation gap. At the same time, the development of
the MA has been constrained by stakeholders’ concerns with regard to its proximity to consultancy
and questions regarding auditors’ independence and competence. This provides a vital framework
for understanding the current tensions in audit regulation, particularly those related to stakeholder
expectations, and the contested scope and boundaries of audit practice.

The above contributions have implications for the further development of national and global
audit regulation and practice by harnessing the potential of the MA and encouraging a rethink of
the audit concept to enhance its relevance both in Sweden and on a broader scale. Audit is a socially
constructed practice with boundaries that are not fixed but are expected to evolve over time to reflect
changing societal needs (Mautz and Sharaf, 1961). Today, audit stands at a crossroads. Regulatory
developments, such as the Corporate Sustainability Reporting Directive and reforms responding to
concerns around fraud, money laundering, and broader stakeholder accountability, are extending
the remit of audit beyond its traditional financial statement focus. Nevertheless, audit practices
often prioritise procedural compliance of ‘doing things right’ over more analytical and holistic
approaches (Ohman et al., 2006).

In Sweden, there is a renewed debate within academic and professional circles regarding the
relevance and future of the MA (Eklév Alander and Svernldv, 2008; Engerstedt and Akersten,
2008; FAR, 2024; Hult and Svernldv, 2011; Persson, 2020, 2024), signalling a critical moment
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for re-evaluating its distinctive role. Unlike the FSA, the MA provides a broader evaluative lens,
potentially encompassing governance, risk management and internal controls. Highlighting this
capacity would facilitate efforts to revise MA standards to reinforce, rather than marginalise, long-
standing national practices and contribute to a more robust and context-sensitive audit framework.
It also cautions against overemphasising the discharge function of the MA, which could undermine
its broader role in fostering good business practices (Persson, 2020, 2024).

In the context of the evolving global pressures for audit standardisation, this study underscores
the importance of contextual sensitivity, cautioning that global standards may displace effective
local governance and control set up and create institutional voids. Hence, rather than simply trans-
lating national practices into an international language, understanding the history of national audit
traditions is needed for more adaptive and context-sensitive forms of alignment. For example,
understanding the antecedents of the MA encourages reflection on how new regulations, such as
subordinating the auditor to the oversight of the audit committee, may raise concerns regarding
potential conflict of interest and auditor independence in Sweden (Eklov Alander, 2019), an
issue that may not arise in other jurisdictions. Bridging national audit traditions also enables the
exchange of insights and adaptation of practices across jurisdictions. The Swedish model, for
instance, offers an alternative conceptualisation of the statutory audit. It shows that a broader
risk perspective can be integrated into auditors’ duties through the MA, suggesting that statutory
audit boundaries can be extended to address wider risk concerns of a company as a whole,
without undermining core professional standards.

Recognising these contributions and implications, the study has limitations that future research
might address. The extensive period covered presents inherent challenges in scope. To gain a
more comprehensive and nuanced understanding, further research is necessary on the development
of MA practice based on, for example, oral histories of practitioners and documentation from audit
firms, to complement the legal and regulatory perspectives explored in this study. Moreover, the tem-
poral scope of this study concludes with Sweden’s accession to the EU. The post-1995 era, charac-
terised by significant institutional changes and evolving global audit regulations, is crucial for
comprehending the ongoing development of the MA in Sweden. Expanding the study to encompass
these recent decades would offer a more comprehensive understanding of the MA’s trajectory, particu-
larly in relation to the convergence towards one global audit model (Humphrey et al., 2021).
Furthermore, a comparative historical study between Sweden and Finland could provide valuable
insights into the distinct contexts and divergent developments of management audit practices, offering
a deeper understanding of the broader historical and contextual influences that have shaped these prac-
tices in each country.
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Notes

1. Audits similar to the MA are conducted in a few other countries. The practice in Finland is analogous to that
in Sweden due to the countries’ shared history. In Germany, the ‘Feststellung/Priifung der
OrdnungsmaBigkeit der Geschiftsfiihrung’ is incorporated into the statutory audit of cooperatives under
the ‘Genossenschaftsgesetz’ and certain public sector companies under the ‘Haushaltsgrundsitzegesetz’.
The term ‘management audit’ has also been utilised in various contexts, such as public sector auditing
(Parker, 1986) and internal auditing (Allegrini et al., 2006). There are notable similarities between the
MA and the Business Risk Auditing (BRA) methodology, which was developed in the late 1990s by inter-
national audit firms to incorporate an organisation’s business risks into the audit evidence process (Knechel,
2007). Both approaches adopt a broader perspective on risk that extends beyond traditional financial state-
ment risks. However, while BRA explicitly integrates strategic and operational risk considerations into
audit planning with the objective of enhancing the effectiveness of audit procedures, the MA primarily
focuses on evaluating the administration of the company by the board and the managing director, in accord-
ance with Swedish legislation and auditing standards.

2. Although figure-checking clerks were not formally recognised as auditors, their presence was deemed
essential; an audit conducted without one, whether appointed by the board or the auditor, was considered
meaningless (Lindahl, 1923).

3. Throughout the years, the association changed its name. Its current name again is FAR but understood as
the Institute of the accountancy profession in Sweden with members working as authorised and approved
public accountants, authorised accounting consultants, certified tax consultants and payroll consultants. In
this study, we use the designation FAR consistently.

4. FAR’s membership in the Union Européenne des Experts Comptables Economiques et Financiers in 1963
and the International Federation of Accountants in 1977, along with its interest in the standards and recom-
mendations of other professional associations such as the Institute of Chartered Accountants in England and
Wales, underscores the importance of international coordination in developing audit practices to meet the
needs of a changing business environment (FARa A2).

5. For example, discussions on among other things, whether it was incumbent on the auditors to test the finan-
cial suitability of management measures and the issue of extending auditors’ obligation to make adminis-
trative remarks given the difficulties in measuring and evaluating the management process, were held in
several fora (FARa F10.1).

6. From the documents, although there are indications, it is impossible to determine if there was a definite shift
in the earlier position that the FSA is the starting point for the auditor when reviewing the administration of
the company.
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FAR'’s archive, Stockholm, Sweden (FARa)

Al — Protokoll fran sammantrdden och stdimmor. [Minutes from meetings and general meetings]
A2 — Styrelseprotokoll. [Minutes from board meetings]
F6A — Kommittéer och arbetsgrupper, protokoll. [Minutes from committees and work groups]
F6B — Kommittéer och arbetsgrupper; ovrigt. [Miscellaneous documents from committees and work groups]
F8A — Ledamotsforteckningar. [Member lists]
F10.1 — PM, utredningar, undersokningar. [PMs, investigations, surveys]
F14 — Assistentkurser. [Courses for assistant auditors]
Stockholms Handelskammare’s archive, Stockholm, Sweden (SHKa)

1912 A — Revisorsauktorisation. [Authorisation of auditors]

1931 H — Revisorsauktorisation och annan kompetensforklaring. [Authorisation of auditors and other
declarations of competence]

Svenska Revisorsamfundet’s archive (without register), Stockholm, Sweden (SRSa)

1 — Styrelseprotokoll. [Board minutes]
2 — Vigledning for revisorer. [Guidance for auditors]
3 — VII Nordiska revisorskongressen i Helsingfors. [VII Nordic Auditors’ Congress in Helsinki]

4 — XI Nordiske revisorskongress Reykjavik 1976. [XI Nordic Auditors’ Congress in Reykjavik 1976]

Legal sources and other pronouncements

IAASB [International Auditing and Assurance Standards Board] (2024) Handbook of International Quality
Management, Auditing, Review, Other Assurance, and Related Services Pronouncements, 2023-2024
Edition, Volume 1. https:/ifacweb.blob.core.windows.net/publicfiles/2024-08/IAASB-2023-2024-
Handbook-Volume-1.pdf
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Prop. 1895:6. Kongl. Maj:ts nddiga proposition till Riksdagen, med forslag till [...] lag om aktiebolag |...].
[His Royal Majesty's gracious bill to the Riksdag, with proposals for [...] law on limited liability com-
panies [...]]

Prop. 1975:103. Regeringens proposition med forslag till ny aktiebolagslag, m.m. [The Government's bill with
the proposal for a new limited companies act, etc.]

Prop. 1984/85:30. Regeringens proposition om effektivare foretagsrevision. [The Government's bill concern-
ing more efficient comapany audits]

Prop. 2013/14:86. Forenklingar i aktiebolagslagen. [Simplifications in the Companies Act]

RevR 209. Forvaltningsrevision FARs rekommendation i revisionsfrdgor. [Management audit FAR's recom-
mendation on audit matters]

SFES 1895:65. Lag om aktiebolag. [Companies Act of 1895]

SFES 1910:88. Lag om aktiebolag. [Companies Act of 1910]

SES 1944:705. Lag om aktiebolag. [Companies Act of 1944]

SFS 1975:1385. Aktiebolagslag. [Companies Act of 1975]

SFS 1984:945. Lag om dndring i aktiebolagslagen (1975:1385). [Act concerning changes to the Companies
Act (1975:1385)]

SFS 1995:528. Lag om revisorer. [Accountants Act]

SES 2005:551. Aktiebolagslag. [Companies Act of 2005]

SOU 1941:9. Lagberedningens forslag till lag om aktiebolag m.m. Il Motiv. [The legislative committee's pro-
posal for a Companies Act etc.]

SOU 1971:15. Forslag till aktiebolagslag. [Proposal for the Companies Act]

SOU 1983:36. Effektivare foretagsrevision: delbetinkande fidn Kommissionen mot ekonomisk brottslighet.
[More efficient company audit: Interim report from the Commission against Economic Crime]

Practitioner publications in Swedish

Dahlstrand S (1982) Intressant debatt om forvaltningsrevision: Paneldebatten vid 1981 ars FAR-dagar behan-
dlade forvaltningsrevision. [Interesting debate on the management audit: Panel debate at the 1981 ‘FAR-
days’ dealt with the management audit] Balans 8(1): 4-6.

Danielsson A and Lundvall S (1981) Kommentarer till revisionskommitténs utkast till rekommendation om
forvaltningsrevision. [Comments to the Audit Committee's draft of a recommendation on the manage-
ment audit] Balans 7(9): 21-24.

Edlund B (1978) Om forvaltningsrevision i aktiebolag — en beskrivning av granskningens inriktning och
omfattning. [About the management audit in limited companies — a description of the focus and scope
of the review] Balans 4(4): 7-11.

FAR (1983) FAR dr kritisk mot betinkandet “Effektivare foretagsrevision”. [FAR is critical of the report
“More efficient company audit”] Balans 9(10): 27-31.

FGG (1933) Revision Siffergranskning Bokforing. [Auditing Figures review Accounting] Stockholm:
Foreningen Godkinda Granskningsmén.

Karlgren N (1939) Kongress-Archiv 1938 des V. Internationalen Priifungs- und Treuhand-Kongress. Berlin:
Komm.-Verlag.

Markland B (1976) XI nordiska revisorskongressen. [XI Nordic Auditors’ Congress] Balans 5(7): 25-26.

Nystrém B (1976) Revisorns roll. [The auditor's role] Balans 2(6): 26-27.

Ranby K (1963a) Férvaltningsrevision — vad innebdr den? [The management audit — what does it imply?]
Ekonomen 40(6): 8-12.

Ranby K (1963b) Férvaltningsrevision i praktiken. [The practice of management audits] Ekonomen 40(9):
18-29.

Svensson S (1926) Handledning vid revision. [Guidance on auditing] Stockholm: P. A. Norstedt & Soners
Forlag.

Tornvall T (1975) Intressant debatt avslutade Revisorsdagarna. [Interesting debate terminated the ‘Audit
days’] Balans 1(6): 4-6.
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